Annex 1

amplified Description for the Agricultural Exports

and Rural Incomes (AERI)
Project Grant Agreement No. 263-0285

I. Introduction:

This Annex 1 describes the activities to be undertaken and
the results to be achieved with the funds obligated under this
Agreement. Nothing in this Annex 1 shall be construed as
amending any of the definitions or terms of this Agreement. The
Annex 1 may be amended by authorized representatives of the '
Parties through Implementation Letters (Ils) as provided under
Article A. Section A.2 of the Standard Provisions (Annex 2} to
the Agreement, without formal amendment of the Agreement,
provided that the definition of the Strategic Ob]ectlve and
Result, as set forth in Article 2 of this Agreement are not

altered thereby

II. Background:

This program builds on advances made in the competitiveness
of Egypt’S‘egricultural sector in recent years, through policy
reform and technology transfer. Much has been accomplished to
boost crop production, open up agricultural markets, improve
private sector participation, and increase the volume of fresh
and processed horticultural exports. Much remains, however, to
consolidate these gains by increasing on-farm and agribusiness
jobs and increasing rural incomes. :

III. Results to be Achieved and Indicators:

The Result sought under the AERI project is an increass 1in
on-farm and agribusiness jobs and rural incomes. AERT will
contribute to Strategic Objective (“$0”) 16 (“Environment for

Trade and Investment Strengthened”) and Intermediate Result
(“IR”) 16.1: Policy Framework for Trade and Investment Improved
through its policy component that will target those policy
reforms that increase rural incomes. The support AERI will
provide to agricultural trade associations, to small producers
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and producer and marketing associations will contribute to the
achievement of IR 16.2: Private Sector Competitiveness
Increased. Support to trade associations and the formation of
international linkages between Egyptian and U.S. agribusiness
firms and research institutions for enhanced technology transfer
and commercialization of research products will contribute to IR
16.3: Opportunities for Business Growth Enhanced. '

AERI will achieve the following micro-level results:

1) 30,000 small and medium farmers, through their member
associatiocns, will benefit from the dissemination of improved
production and post-harvest technologies;

2) The volume of exported horticultural products will
increase more than five fold over the life of the project;

3)- Small scale dairy and livestock producers will increase
their production by at least 50 percent over the life of the
project;

4) Farmer associations will become sustainable through the
provision of guality, fee-based services to their members (such
as technology transfer, post-harvest handling, the dissemination
of market information, and qualitcy control guarantees), _
increases in their membership, and the implementation of export
oriented policy advocacy programs; and, :

© 5) A minimum net increase of 40,000'new on-farm jobs will
be generated by targeted firms over the life of the project.

IV, Activities:

Activities to be undertaken under the AERI project must
meet essential selection criteria. These include demonstracion
of conformity with the SO, a clear relationship with the _
intended Result, the reasonability of micro-level results, and a
clear identification of the activity and proposed costs that are
commensurate with anticipated benefits. :

To achieve the Result and IRs presented in Section III of
rhe Annex 1, USAID and the A.R.E. agree that, in addition to the
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MALR, USAID-funded contractors, U.S., Egyptian and internaticnal
non-governmental organizations (NGOs), and U.S. and Egyptian
universities may support the implementation of the activities

described below.

AERI will provide technical assisfance, training, and

commodities in support of the following activities:

1.

Policy ~ This project component will provide technical

agssistance and training to support A.R.E. efforts towards
implementing agricultural reforms, including an improved
policy environment for horticultural exports, domestic
livestock, dairy production and marketing and other
agricultural policy areas that will contribute to increases
in rural incomes. .

. Support to Egyptian Agricultural Trade Associaticns - This
- project component will provide support to help strengthen

the technical capacity of Egyptian agricultural trade '

associations to respend to member needs in critical areas
such as: production, post-harvest handling and cooling,
transportation, market identification and penetration,
pclicy advocacy, enhancement of agricultural worker skills,
goed agricultural practices, gquality assurance, market
intelligence/market information, access to support
services, and linkages to smallholders and public-private
partnerships for research and extension.

. Support to Smallholders- This project component will

provide: 1) technology transfer to Egyptian smallholders to
increase the quality of horticultural, dairy and livestock
production, organizational development support to farmer
associations; support to forge strong market linkages
between large Egyptian producers and exporters; and 2)
support to encourage the establishment of Egyptian private
sector-funded and operated post-harvest centers for
handling, packaging and cooling in rural areas.

. International Linkages between Egyptian and American

Sciencists~ This project compecnent will provide suppcrt to:
1) establish and enccurage sustainable private-public
partnerships and internaticnal linkages between AmerIzan

P
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and Egyptian scientists for applied research, extension and
practical on-farm training;

2) encourage scientific exchange and capacity building
between American and Egyptian scientists, policy makers,
agricultural school graduates, and others on topics such as
bio-safety, biotechnology outreach, consumer labeling and
other regulatory issues, post harvest and food processing;
3) fund collaborative research grants for biotechnology and
small operations research grants for punctual research on
issues related to post-harvest and marketing.

5. Legacy Program Design - This project component will provide
technical assistance for the design of a legacy program to
ensure the sustainability achievements attained under AERI
and, more generally, to serve the agricultural sector.

v Roles and Responsibilities of the Parties:

Al The A.R.E.

The MALR will be the principal implementing partner for
this project. USAID and the MALR will manage the implementation
of activities under this Agreement jointly.

Implementation of activities funded under this Agreement
may be carried out by the MALR and a combination of U.S.,
international and local crganizations working under grants,
cceperative agreements and contracts in support of the Agresement
objectives. USAID will enter into such grants, cooperative
agreements and contracts in accerdance with USAID requirement
and only after consultation with the MALR. Upecn the award of
the implementing instruments, MFA/ICS will be notified of such

S
i

award.

The MALR is respconsible for ensuring that appropriate
staff and infrastructure-are in place to support the’
implementation of activities under AERI.
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AERI Advisory Committee

The MALR shall establish an Advisory Committee for the
project as required under Article 6, Section 6.1 of the
Agreement. The purpose of the Advisory Committee shall be to
provide a forum for discussion and resolution of project
technical issues that includes a broad spectrum of stakeholders
and to serve as a liaison between the MALR and other A.R.E.
ministries on technical issues under the project. The Advisory
Committee shall be comprised of no more than one-third
representation from the A.R.E., including a Chairperson who
shall be an authorized representative of the A.R.E. under
Article 5, Section 5.1(a} of the Agreement and A.R.E. officials
from other relevant ministries. The balance of the Advisory
Committee shall be comprised of representatives from the
Egyptian private sector. Egyptian private sector membership on

- the Advisory Committee shall include representatives from the
horticultural and livestock community at-large (including
.smallholders). USAID staff may be.repreéénted on the Advisory
Committee as observers. :

The AERI Ccordination Unit within the MALR shall serve as
the Secretariat for the Advisory Committee. Contractors and
grantees may be invited to attend Advisory Committee mestings to
presgent project technical issues for discussion.

The Advisory Committee shall be established within ninety
{90) days of the effective date of the Agreement. The roles and
responsibilities of Advisory Committee members and the Advisory
Committee Secretariat shall be set forth in a separate
Memorandum of Understanding between USAID and the MALR executed
by the authorized representatives of the Parties to the

Agreement.

B. USAID

USAID, as funder of the Grant under this Agreement, 13
responsible for executing contracts and grants to implement
approved activities needed to achieve the Result set forth in
Section III of this Annex. ' '
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The Competitiveness and Agricultural Development (CAD)
Division of the Eccnomic Growth Directorate at USAID/Egypt will
monitor the implementation of AERI on behalf of the U.S.
Government. USAID’s CAD staff will establish working
relationships with the MALR, other A.R.E. ministries, and others
as needed to facilitate the implementation of project
activities.

" USAID shall help to establish an AERI Coordination Unit
whose purpose shall be to provide technical coordination among
the AERI project components set forth in Section IV., above; to
monitor and verify the achievement of agricultural policy

"reforms included under the Policy_project component; and to

serve as Secretariat for the AERI Advisory Committee, described

‘above.

VI. Monitoring and Evaluation:

'The implementation of the AERI project will contribute to
achievement of the three S0l6 IRs described in Secticn III of
this Annex 1. These IRs will be measured using the following SO
level indicators: value of fresh horticultural crops exported,
the Global Competitiveness Index (an index of economic

‘competitiveness published by the World Economic Forum) and the

share ¢f the private sector in gross domestic product (GDP).

In addition to these indicators, progress in achieving the

Result under the Agreement will be measured, in part, through a

qualltatlve analysis of World Trade Organization (WTO)
requirements.

The above specified indicateors will be used to measure
progress toward achievement of the objectives of this Agreement

~and to monitor performance, and may influence the allocation of
-financial rescurces. Activity reports will provide the bas

is
for annual assessments of overall progress toward project goals
and objectives. In addition, USAID in consultation with the

Ministry of Agriculture and Land Reclamation (MALR), will use

performance data as the basis for recommendlng adjustmert: in
targecs, indicators and funding levels for activities.

Two evaluations, tentatively planned for the years 2004

and 20056, will be conducted by a USAID Monitoring and Evaruation
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contractor for SO 16. The AERI Coordination Unit will
coordinate the monitoring activities of the AERI project.

VII. Financial Plan:

The illustrative Financial Plan for this Agreement is
attached. Changes may be made to the financial plan by
authorized representatives of the Parties using Ils, as provided
under Article A, Section A.2 of Annex 2 of the Agreement,
without formal amendment of the Agreement, provided that such
- changes do not cause USAID's contribution to exceed the amount
specified in Section 3.1 of the Agreement.
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